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OATH OR AFFIRMATION

1, __F DAVID HOLLOWAY swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HOLLOWAY & ASSOCIATES INC as of
DECEMBER 31 Xp9_2001, are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows: .
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This report** contains (check all applicable boxes):
(a) Facing page.
& (b) Statement of Financial Condition.
B (¢) Statement of Income (Loss).
O . (d) Statement of Changes in Financial Condition.
B (e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor’s Capital.
® D StamnemofChangsmhabﬂmsSubordmatedtonmsofCrednors
X (g) Computation of Net Capital
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
]
]
]
R
a
O

=

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(X) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(x) (o) STATEMENT OF CASH FLOWS

*sFor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Wallace & Company, CPA’s 11 Bay Steet

P.C. Box 1496

Easton, Maryland 21601
Phone: 410.822.9306
Fax: 410.822.9309

The Board of Directors
Holloway & Associates, Inc.
One Mill Place, Suite 101
Easton, Maryland 21601-1438

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Holloway & Associates, Inc. as of
December 31, 2001, and the related statements of income, changes in stockholder's equity, the
computation of net capital requirement and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1, the accompanying financial statements, including the net capital computation,
were prepared as required by the Securities and Exchange Commission.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Holloway & Associates, inc. as of December 31, 2001, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental information is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 of
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

(allace + Wﬁﬂé CFAs

Easton, Maryland
February 13, 2002




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

E“OKER OR DEALER  HOLLOWAY & ASSOCIATES, INC.
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STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS '

ey
a8 of (MM/OD/YY) 12/31/2001 39
sec FILe nO._8=32650 28
ASSETS Consolidated l l 198
Unconsolidated 199
Allowable Non-Allowable Totl
Cash - o s 8,558 [200 ] s 8.558 [750
Recervables from brokers or dealers:
A. Clearance account. . ., ...... ! 295
B, OWNEC. .o 300 | [ ss0 l ' 810 '
Receivables from non-customers. . ... ... ... 19,877 355 192.379 505! 99 904 | 830 |
4. Securtties and spot commodities
owned, at market value:
A. Exempred secunties . ... ............. 418
B. Debtsecurities. . .. ... R 419
C. Qotnons . .. ... ... 420
D. Othersecurities . .. . ... ............ 424
€. SPOtCOMMOTITIeS . . ... .............. M 430 | 850
Securities and/or other investments
not reacily marketable:
A, At cost ! s 13°J —
8. Atesumated fairvaiue . .............. I 440 l 610 ! 860
Securities borrowed under subordination agree-
ments and partners’ individual and capital )
securities accounts, at market vaiue: l 460 , I 630 | . 880
A Exempiled
securities $ 150 l
8. Other
securities 3 160
Secureg demang notes: . . .. ... ... ... ... 470 I 640 899
market value of collateral:
A Exempted
securities S 170
8. Other
securities $ ! 180 i
Memperships in exchanges:
A. Owned, at
marker 3 l 190 i
8 Owned,atcost . ................... I 650
C. Contributed for use of the company, (-—-—T
at marketvalue . . ... ... L ! ] 660 4 ?ﬂ.
Investment in and receivables from
attitiates, subsidiyries andg ——
associated DArtNersNIPs . . ............. 480 670 913
Property, furniture, equipment,
leasehold improvements and rights
under iease agreements, at cost-net
of accumulated deprecy tion —m
anc amortiZation . . . .. ... ..ot 490 680 ! , 920
Other assers. .. PREPAID. EXPENSES. . 535 3,026 35 3,026 ; 330
TOTALASSETS .. ..o s 24,435 540 {$ 15,355 | 74018 39,79Q | %40

SEEZACCOMPANYING ~NOTES AND AUDITORS' REPORT

1
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SlNGLE REPORT

PART lIA

16. Securities soid not yet purchased,

at marketvalue . . ......,............. li380 {

1620 |

17. Accounts payable, accrued liabihities, -

expenses and other . .. ............... 2,594 1208 I 1385

2,59 rogs]

18. Notes and mortgages payable:
A Unsecured........... .............. 1210

(1690

B Secured.................. ... ... ... 1211 ¥ Ll:so] M

Ti700]

01
ERO KER OR DEALER HOLLOWAY & ASSOCIATES INC. mof __ 12/31/
I STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS
l LIABILITIES AND QWNERSHIP EQUITY
I Al Non-A.l.
Liabilities Liabilities Liabilities Total
13. Bank locanspavable. .. .................. $ 1045 ( ¢ |1255 L'JS ‘ 1470 |
l 14, Payable to brokers or dealers:
A. Ciearance account . . .. ... . ... ..... 1116 1318 | 1560 \
B.Other . ...................... . ... y 115 1305 | 1540 |
l 15. Payable to non<customers. . .............. 1155 1355 (1610 |

19. Liabiitties subordinated to ciaims
of generai creditors:

17101

A. Casnborrowings: . .................. m
v
1. from outsiders s $ l 970 I

2. Inciudes equity subordination {15¢3-1 (d))

of ... H ‘ 980]

B. Securities borrowings, at market vaiue:. . . f 1410 l

from outsigers $ l !

C. Pursuant 1o secured demand note

collateral agreements: . ... ............ ) ! 1420 l

$

1. from outsiger: $ 1000

2. -Inciudes equity subordination {15¢3-1 (d))

D. Exchange memberships contributed for
use of company, at market value. . . ... .. 1430

1740 |

E. Accounts and other borrowings not ;
qualifiea for net capital purposes . ... ... 1220 1440

1750

0. TOTAL LIABILITIES ........... s 2,594 1230 s 1460| $

2,594 1760

Ownership E quity

I of .. .. s l‘lO‘lO
2
2

v
1. SOle DroBreIOSAID - ... o oo oot e e e e e %S

1770

Partnership (limited partners . ... ........ A 1020 ‘)

1780]

. Corporation:
CPreferred S10CK . ... . e

1791

. Common stock . ].000 AUTHORIZED JSSUED. AND. OUTSTAND.ING. 3, NO . PAR VALUE .....

- 1,000] 1792

7,818] 1793

28,378 V734

37,196] 1795

v
. Less capital stock in tressury. ... . . e e e e M

1 1796

37,196] 1800

TOTAL LIABILITIES AND OWNERSHIP EQUITY ... ... ... i $

39,790! 1819

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
2

I. TOTAL OWNERSHIP EQUITY .. .. i e e e $
25.

OMIT PENNIES

BASIC FILERS CNLY




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. sof ___12/31/01
COMPUTAT!ICN OF NET CAPITAL
1. Total ownership equity from Statement of Financial Conaation. ... .. .. .............. ... H 37,196 3480
2. Deduct ownership equity not allowable for Net Capital . ... ..................... . . . . n's( 1| 3490 j
3. Total ownership equrty qualifred for Net CapItal. . . ... ..o 37,196 3500 |
4. Add:
A. Liabilities subordinated to claims of general creditors allowable 1n computationof netcapital. . ................ 3520
8. Other (deductions) or allowable credits (List). . .......................... ... . . . 3525 |
Total capital and allowable SUDOTINAEd ADINYES. . . ... ...\ u e $ 37 2 196 3530 J
Deductions and/or charges: v
A. Total nonaitowable assets from Statement of Financial Condition (Notes 8 and (':’) S 15,355 3540
B. Secured demand notedeficiency . . . .. .............. .. ... ... ... . ... ... 3590
C. Commodity futures contracts and spot commodities-
proprietary capital charges. . .. .. .. ... W (—
D. Other deductions and/orcharges. . ................................ ... . 3610 ( 15 2 355 3820 |
Other additions and/or allowable credits (Listh. .. ........ ... .. ... . . 3630 |
8. Net capital before haircuts On SECUrINES DOSINONS . . ... ... .............. ... .. . . i ,', S 21,841 340 {
9. Hawcuts on securities {computed, where applicable,
pursuant 10 15¢3-1 (t}):
A. Contractual securities commitments ... ............. ... ... ... .. . . ... - 3660
B. Subordinated securitiesborrowings. .. ... .. ... 3870
C. Trading and investment securities:
1. Exemptedsecurities. . ...................... .. ... . .. . . .. ‘ 3735
2 Debtsecurnties . ... .............. L -3733
30DNONS . 3730
4. Othersecurities .. ............... ... .. 3734
D. Ungue Concentration .. ................ . 3650
€. Other (Listh. ... 3738 ! 1} 3740
................................................................................... $ 21,841 13750

OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT
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' FNANCIALAND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

1 i —
,.‘;_. — 1
'} | BROKER OR OEALER HOLLOWAY & ASSOCIATES INC. | wof _12/3L/0
l COMPUTATION OF BASICNET CAPITAL AEQUIREMENT
l Part A
" " mmmum‘c’mo“h", """'.'l0o.--.o;.-o‘-oo-n--.oco-o-no-onnv--oo---oc.o-’ 0 3755
‘, 12. mmmmm'wuvmu&Ouuummmm : . 3758
'ﬁ' dmmhmmﬂﬂl(ﬂ...,....,,,_“,,,,,.__,,,,,,,,,“",,,,..........3 5.000 7‘0
.‘,‘ 13, Net CaDNMl retmrerment (gresser of IO 1108 120 .. euneneneeeeeeseeesnsneessslessensassnssnsenasesd 5,000 3 =
l: 14. Escess net et (liow (Qlems (3 . -.-.0..0.---...o.....l.....lc..’.lo'aooloo...ocooooo..‘l."‘.'..-s . 16 £a. :;80
I 's. emmm“”'m"“'o'u'“dh'a.........-.‘...‘..........‘..... cese -o--ocooo-o-;‘ 21, 82 :
COMPUTATION OF AGGREGATE iNDEETEDNESS
I 18. Totad A.L. lishekties from Stassment of Financial Conaition. ... ..ccieeceacencnen.. ceenanes tieeearensees S 2,59 (3790
,li Adid. .
3 A Ciaits {0 rmERBIE CTODNL . ., +scccessccsscssrscnssnansscvanases as r@
‘ B. Market value 0f sacurines horrowsed [0r wivich ne couvelent
walta® ¢ OBt OF cTRThien . . ... . €ees  iesesscescessrsesncscen eeee 8 3810 3830
C. Other uneecorded SN ILIST. . ..o cccetecccsvccacccoccncsocnnnacnsd Jgm (S &0
'9 rﬂ"m'm LeecesEsseaseacssesnatases cevmessseses sansmsssnssecasesneReOBOEStT g 2’594 33:50
l .70, Aercontane of oy ensee etk 10 ey caoval (lne 191w e 183, .oovenennnnnnnnn. ireesseeaceseees ® ll.?g% e
. 21. Perciniage of dett 10 debi-emuty 1018} COMDULEN in ACTOrTIANES veren Fhle 15633 {d) . ..o ot .. ™ teeeesneane rereene B
l COMPUTATION QF ALTERNATE NET CAPITAL REGUIREMENT
Part 8
l . Bdm”momnMnFMICMﬂwmnoﬂm
18e3-3 oreceres o5 of the dsie Of 1hE NBT CADNES COMBULIALON inciucing DBth Drokery oF deslers s ‘-5@
SN COMIONGING SHBSINENes” dBIITS . . c s crcecacesvansvnccncssssnssesescssssssssvrassoessoenotocss
l 73, Mimerwn doitse ne cantal requirement Of rEOOtWAY HrORS? OF REINT SACE TRNINMIIN 1T CRONM v 3880
requwernent of sabENkarnes cOMDUIE 17 SCCONINCE vouh NOI® (A . .oueeeneeneccssioaraaessassnssnsseoss hA 750
28, Net comtal recuerenment (qrestar o bne 2200 201 .. .......... e reecseccsstnsenanaccansaansanenans " veee S - 3910
I Excrss et capstal (linw 10less 280 . ........ teieeesasanae ceeoane vosssessenseensrrsrsanes veeanenasane .3 :
Nee canttal wm awees of ' |:920] )
5% o COmMnEY Sopegees cates e o 120000 . .c.ieiianiiiaaa. eveemeseresesesesavsecrsanses aunnneTases s —
l ‘ OMIT PENNIES
BOTES:
A The menewsm e canstsl recumement shouid be COmOwet by sdcding (e mineeum doliss net CIONS Feausrement

dcmommma.mmm«oumu.mma:
. Minkwsm dolier Net CO0NS) requererTant. OF
l 2. 62/3% of sgyregne inustesunew or 2% of spgregsie debin if slternecive method is usest.
a Do ot CeTuEs 1he velue of $arwes DOFFOWwers UNCEr WHOMANATION SETEMENTS OF Lecured (emend noTe
mmmmmnnwmlm‘m(ummmmm
I mmmt«udmlmmmiml1wlmw'smwm :
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I FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORY
PART lIA
I BROKER OR DEALER  {oL1owAY & ASSOCIATES, INC.
For the pericd (MMDDYY) from ¥, 1 /1 /01 Ja932|t0 19/31,/01 (3933
I Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
I REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executed on an exchang®. . .................... s 3933
l b. Commissions on listed option transacx%?su. TG y 3938
¢. All other securities commissions ....... N I .............................................................. 420,793 3939
A, TOlal SOCUMItiES COMMISSIONSE L .. ittt ittt ettt e et e ettt e e e e e e e e e e e e 3940
l 2. Gaing or losses on firm securities trading accounts
a. From market making (n options cn a national SACUrties EXChANGE ... ............ .o\t i, 3948
D. From Al Other trBGING . ...ttt ten et ttet et eetot e ittt e e e e e e e 3949
C. TOta) GAIN (JOS) . ...\ttt ettt et e e e e 3950
3. Gains Or {03863 on firm SeCUrities INVESIMENT ACCOUNIS . .. ... ittt ettt et e e e e e 3952
4. Profit (loss) from underwriting and SEHING GIOUDS . ...t ittt e e y 3958
5. Revenue from sale of investment company shares .. MUTUAL FUNDS ... . . . . ... ... ... ... ... ........ 32,116 3970
l B, COMMOUItIES FBYBMUG ... ...\ o'ttterritene et eeeae et et e et e e et e e e e e e e e e e e i 3990
7. Fees for account supervision, investment advisory and administrative services .................................. 3975
8. Other revenue ... INTEREST . INCOME ... ... .. e, 865 3998
l . Total revenus ........... e f e s 453,704 403
EXPENSES
l 10. Saiaries and other employment costs for general partners and voting stockholder officers .................c....... s 168,807 4120
11, Other employee cOMPENSAtiON and DENOIilS . . ... ... ... 0ttt ittt et e e e e y 892 4113
12. Commissions £ald 10 Other BrOKer-GBBIBIS ... ... .ttt ittt ittt ettt et iae ey {4140
13, INTBIOST @XDPBNSS . . ... ..ttt e e e e e e e e e e e e e e e | 4075
a. Includes interest on accounts subject to subordination agrsements . ............... Fon]
14, ROQUIBIONY fB6S ANG BXPBNSBS . ... ... tutrttttnatte ittt et e e e e a sttt e {4193
l1s. ONOr XD ONSES . ...\ttt ettt e e e e e e e 89,836 (4100
16. Total @XPenses . .............ocoiinrnnennns e e e e $ 259,535 | 4200
'NET INCOME
17. Net income (loss) before Faderal Income taxes and items below (1tem 9 less Item 18 ). .. ...............cooueunnss s 194,169 |41
18. Provision far Fedarai Income taxes (TOr DAMANAL ORIY) ... .. ..ot ittt it ainaianaannanns e i e s y 4220
lls. Equity In earnings (losses) of unconsolidated subsidiaries not Included BDOVE . ...............ccovvvenirannenenn. 4222
8. AHEr FOABral INCOM® 1BXB8 OF . ....oovvniunenetnen e e e e e, { 4233
20. Extracrdinary gains (103s88) ............... ettt e et et e e e e 4224
l 8. After Faderal inCome tAXEE Of .. ........couuuiinninnernennnnnerirreeenaannsen rﬂ”]
1. Cumulative effect of changes in 8CCOUNING PRINCIDIES ... .. ... ... . .. i .ttt iireinanererrersnnsrnoaaneeennns 42235
22. Net income (loss) after Federal inCOms 1AXES AND eXIrEOTdiNArY itBMS . ... ... .....oouenrennaeseeaneneornrncenenes s 194,169 |42%
IIONTHLY INCOME
income (current month only) before provision for Federal Income taxes and extraordinary items. ................... - 22 ’864 an I

3/78

SEE ACCOMPANYING NOTES AND AUDITORS'
5
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

HOLLOWAY & ASSOCIATES, INC.

4.

For the period IMMDDYY) from

1/1/01

to_12/31/01

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT

6

. Balance, beginming Of PerIOA. . . . . . . e e 33 9690 “240}
A NELINCOME (10SS). . . oo e 194,169 ‘250!
8. Additions tinciudes nonconformimngcapital of ... ... ¥s 4262 4260 |
C. Deductions {1nciudes nonconformingcaprtal of . $ 4272 190,663 ! 427‘ﬂ
Bafance, end of period (From item 180C) . . .... SR T R e R S QL‘ 196 l 4290 |

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
Baiance, Deginming OF PEFIOG . . . oo e e M 0 4300
A TACIBASES . . o o vt et e e L 430
B. Dgcreases .................................................................................. 4320
Balance, end of pertod LFrom item 35200, . ... 0 4330

OMIT PENNIES




HOLLOWAY & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received From Commissions
Interest Received .
Cash Paid to Suppliers and Employees
Cash Paid — Advances to Officer

NET CASH FROM OPERATING ACTIVITIES
NET CHANGE IN CASH
CASH AND EQUIVALENTS AT 12/31/00

CASH AND EQUIVALENTS AT 12/31/01

Net Income
Adjustment to Reconcile Net Income to Net Cash Provided by
Operating Activities:
Distribution to Sharehoider
(Increase) Decrease in Assets:
Accounts Receivable
Loan to Shareholder
Prepaid Expenses
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities

TOTAL ADJUSTMENTS
NET CASH PROVIDED BY OPERATING ACTIVITIES

Non-Cash Items:
Distributions to Shareholder
Supplemental Disclosures of Cash Flow Information:
Cash Paid for Interest Expense
Income Taxes Paid (See Notes to Financial Statements)

$ 442,557
202
(256,348)
(189,062)

$ (2,651)

(2,651)

11,208

$ 8,558

194,169

(190,663)

(10,282)
939
1,867

1,128
181

(196,820)

$ (2,651)

$ 10,663

0
0

See Accompanying Notes and Auditors’ Report
7




NOTE 1.

NOTE 2.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2001

.FORM OF PRESENTATION

These financial statements are presented as the Annual Audited Report Form X-17A-5,
Part 1lA, as required by the Securities and Exchange Commission. This information is
required of brokers and dealers. Holloway & Associates, Inc. holds membership in the
National Association of Securities Dealers, and, as such, is also required to file an annual
report with that association.

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies are as follows:

Property and Equipment

The major groups of equipment consist of: ‘

Machinery and Equipment $ 7366
Furniture and Fixtures 5298
12,664

Less Accumulated Depreciation 12.664
TOTAL 3 0

Depreciation

Depreciation is provided primarily on accelerated methods, inciuding IRS Code Section
179 deductions, used for federal income tax purposes over the applicable life of the
depreciable asset. All fixed assets have been fully depreciated. Depreciation expense for
2001

was zero.

Income Taxes

The Company has elected to have its income taxed under Subchapter S of the Internal
Revenue Code, which provides that, in lieu of corporate income taxes, the shareholder is
taxed on his proportionate share of the Company’s taxable income. Therefore, a
provision or liability for federal or state income taxes is not included in these financial
statements. In addition, deferred income taxes have not been caiculated.

Minimum Net Capital Regquirement

Effective July 1, 1994, the Company must maintain minimum net capital of $5,000.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.
8




NOTE 2.

NOTE 3.

NOTE 4.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2001

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimates

The preparation of financial statements in conformity with accounting principles generaily
accepted in the United States of America require management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Cash Management

The Company invests its working cash balances in interest bearing accounts whenever
possible. Cash accounts are adequately covered by FDIC insurance at the end of the
calendar year.

Risk Management

The Company carries commercial general, property, employee, and liability insurance
coverage. insurance needs and coverage are reviewed periodically.

LEASE AGREEMENTS

The Company leases office space under a renewable operating lease, currently on a
month-to-month basis. Office rental expense was approximately $9,650 for the year
ended December 31, 2001.

Minimum payment obligations under these leases for the next five years are as follows:

2002 $ 9,650

2003 9,650

2004 9,650

2005 9,650

2006 9.650

TOTAL $ 48,250
RECEIVABLES

Receivables at December 31, 2001 consisted of:

Commissions Receivable $ 15,877
Interest Receivable From Shareholder 0
Note Receivable From Shareholder 12,329
TOTAL $ 28206
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NOTE 5.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2001

RELATED PARTIES

The 100% shareholder of the Company also operates an insurance business as a sole
proprietorship. Secretarial services are provided to the Company from the sole
proprietorship in exchange for the use of the office space. The Company and the sole
proprietorship share auto and other expenses. Allocations for shared office expenses
have been made between the Company and the sole proprietorship.

10
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SUPPLEMENTAL SCHEDULE |

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED
COMPUTATION OF NET CAPITAL
YEAR ENDED 12/31/01

Net Capital Per Unaudited Focus Report as of 12/31/01

Adjustment of Receivables From Non-Customers (Line 355):
Add Additional Commissions Receivable

Adjustment of Accounts Payable (Line 1205):

Less Accounts Payable Adjustment
Less Accrued Liabilities

Net Capital Per Audited Focus Report as of 12/31/01

See Accompanying Notes and Auditors’ Report
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SUPPLEMENTAL SCHEDULE Il

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED STATEMENT
OF CHANGES IN OWNERSHIP EQUITY
YEAR ENDED 12/31/01

Total Ownership Equity Per Unaudited Focus Report

as of 12/31/01 $ 48,658
Change in Net Income (799)
Distributions to Shareholder " _(10,663)

Total Ownership Equity per Audited Focus Report
as of 12/31/01 $ 37,196

See Accompanying Notes and Auditors’ Report
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Wa]law & C{)n]pally, CPA’S 11 Bay Street

P.O. Box 1496

Easton, Maryland 21601
Phone: 410.822.9306
Fax: 410.822.9309

Board of Directors
Holloway & Associates, Inc.
Easton, Maryland

INDEPENDENT AUDITORS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED BY
SEC RULE 17a-5

In planning and performing our audit of the financial statements of Holloway & Associates, Inc. for the year
ended December 31, 2001, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures followed by Holloway & Associates, Inc., including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g): (1) making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and the reserve required by rule 15¢c-3(e); (2) making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13; (3)
complying with the requirements for prompt payment for securities under section 8 of Regulations T of the
Board of Governors of the Federal Reserve System; and (4) obtaining and maintaining physical
possession or control of all fully paid and excess margin securities of customers as required by rule 15¢3-
3.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. in fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures, and of the practices and procedures
referred to in the preceding paragraph, and to assess whether those practices and procedures can be
expected to achieve the Commission's above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Board of Directors
Holloway & Associates, Inc.
Page 2

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate. Our consideration of the internal
control structure would not necessarily disclose all matters in the internal control structure that might be
material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or irregularities in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing the assigned functions.
However, we noted no matters involving the internal control structure, including procedures for
safeguarding securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2001, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not be
used for any other purpose.

W&M_‘f’ @O/MW CHs

Easton, Maryland
February 13, 2002
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